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Subnational location capital: The role of subnational institutional actors and socio-spatial 
factors on firm location 
 
ABSTRACT 
Firms do not simply locate, but rather seek to accrue location-based advantages such as 
knowledge, market insidership and resource utilization. Adopting the lens of social capital, this 
paper explores how subnational institutional actors facilitate location capital for firms. Using 
qualitative case study analysis of six multinational companies (MNCs), we highlight the 
important role of subnational institutional actors in facilitating the three dimensions of 
subnational location capital—structural, relational and cognitive. We show that subnational 
location capital enables firms to better access assets and resources available within local 
relationships via subnational engagement. These findings contribute to the growing literature 
on the dynamic interaction of firms with subnational location, particularly the nuanced role of 
subnational institutional actors with MNCs.  
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INTRODUCTION 
The location of multinational companies (MNCs) has fundamentally been premised 
upon economic drivers, including financial determinants, access to resources, global value 
chain activity coordination and low-cost labour, which allow firms to build and retain 
proprietary knowledge, penetrate new markets and leverage global strategic options 
(Beugelsdijk, McCann & Mudambi, 2010; Buckley & Munjal, 2017; Cantwell, 2009; Dunning, 
2009). More recently, the role of socio-spatial factors in MNC location have been purported by 
research on networks, localized interaction, personal attributes and experience (Piscitello, 2011; 
Tregaskis & Almond, 2018). Indeed, these socio-spatial factors represent a location-based form 
of social capital for firms. Social capital theory consists of three interrelated dimensions - 
structural, relational and cognitive –, which provide access for firms to assets available within 
relationships and connections (Adler & Kwon, 2002; Nahapiet & Ghoshal, 1998). As it is shared 
amongst individuals within a relationship, social capital can increase the efficiency of action, 
reduce transaction costs for firms and contribute to collaborative, adaptive learning and 
innovation (Nahapiet & Ghoshal, 1998). Yet, we know relatively little about what relationships 
exist or how socio-spatial factors operate in facilitating this location-based social capital. This 
paper adopts the lens of social capital to explore how subnational institutional actors facilitate 
location capital for firms. 
The rationale for this is two-fold. First, there has been a shift in discourse on location 
from national country level analysis to subnational level (Almond, 2011; Beugelsdijk et al., 
2010; Cuervo-Cazurra, de Holan & Sanz, 2014; Dunning, 2009). As national level, location 
factors can inadvertently assume little to no intra-country variation, the subnational location, 
defined as the territorial and administrative jurisdiction below the national level of state 
governance yet above the community, municipality and city level (Santangelo, Meyer & Jindra, 
2016), offers an avenue to explore more nuanced aspects of location such as spatial 
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heterogeneity (Alcácer, Denzö & Zhao, 2015; Beugelsdijk and Mudambi, 2013; Lu, Song & 
Shan, 2018). Secondly, as socio-spatial attributes of firm location are premised on localized 
engagement, the role of subnational institutional actors, defined as local regulatory and service-
providing institutions with a functional remit to engage with foreign-owned enterprise at a 
subnational level, is increasingly considered (Allen, Allen, & Lange, 2018; Buckley & Munjal, 
2017; Cuervo-Cazurra et al., 2014). We propose that subnational institutional actors, due to 
their localized role and remit, can intervene in the engagement of a firm with its location to 
communicate and facilitate the socio-spatial dimensions of subnational location capital. 
We examine the role of subnational institutional actors in facilitating location capital 
through an inductive study of six MNCs in two subnational regions within Ireland and their 
representative subnational institutional actors. Our findings highlight how subnational 
institutional actors enable the three dimensions of subnational location capital, including 
localized initiatives and psychic distance (structural location capital), managerial experience 
and local labour pools (relational location capital) and localized attitude and quality of life 
(cognitive location capital). We show that subnational location capital enables firms to deepen 
their investment and derive advantage, such as access to localized knowledge, market 
insidership and resource utilization, from its affiliate geographic sites through the conversion 
of location-based resources (Cantwell, Dunning & Lundan, 2010; Cuervo-Cazurra et al., 2014; 
Zaheer & Nachum, 2011).  
This paper offers two contributions. First, this paper is premised on the nexus between 
firm strategy and spatial heterogeneity. Our findings identify pertinent socio-spatial dimensions 
of a subnational location capital and outline how these factors influence firm location. In 
particular, we demonstrate and discuss how the three dimensions of subnational locational 
capital can facilitate the development of organizational capabilities such as subsidiary 
performance (Lu, Song & Shan, 2018), productivity (Allen et al., 2018; Mäkelä, Andersson & 
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Seppälä, 2012; Song, 2014), and labour market skills (Almond & Tregaskis, 2017; Gooderham, 
Minbaeva & Pedersen, 2011). Second, by focusing on subnational institutional actors, we 
illustrate the importance of localized relationships and engagement in fostering subnational 
location capital (Beugelsdijk & Mudambi, 2013; Piscitello, 2011; Tregaskis & Almond, 2018). 
Increasingly, research illustrates the role of host country subnational institutions in facilitating 
knowledge sourcing activity (Allen et al., 2018) and local home country institutions in enabling 
foreign market activities (Shirodkar, Konara & McGuire, 2017), yet relatively little is known 
on how this interaction or what elements of this subnational institutional engagement enables 
location capital. We contribute to this growing body of work by outlining the role of subnational 
institutional actors in facilitating how firms engage with the socio-spatial attributes of a location 
to foster subnational location capital.  
The remainder of this article is structured as follows: first, we provide a brief literature 
review on subnational location of foreign direct investment (FDI) and the dimensions of 
subnational location capital. Next, the methodology is outlined, prior to our findings on how 
subnational institutional actors facilitate subnational location capital. We then discuss our 
findings and consider the empirical and managerial implications of our study. 
 
THEORETICAL BACKGROUND 
While multinational location is most commonly described as an economic endeavour—
emphasising transaction cost economics, resource endowments and financial incentives—the 
nature of a firm’s location, and indeed its strategic capabilities to further competitive advantage, 
have developed considerably in recent times (Alcácer & Delgado, 2016). This approach has 
been substantiated by the new organizational reality of combining firm asset mobility 
(subsidiaries, people) with the immobility of a location’s spatial attributes (Cano-Kollmann et 
al., 2016). This firm-location dynamic, effectively the interaction and interdependence of firm 
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and location, heightens the importance of local context (Buckley & Munjal, 2017; Meyer et al., 
2011), more nuanced resources and network ties (Almond, 2011; Tregaskis & Almond, 2018) 
and engagement with the local institutional environment (Allen et al., 2018; Santangelo et al., 
2016). Indeed, in response to this, the discourse on location is gravitating towards the capacity 
for local spaces to differentiate themselves for firms (Oxelheim & Ghauri, 2004; Pisticello, 
2011). Zhou, Delios and Yang (2002: 68), for example note, “a subnational level allows for a 
more fine-grained analysis of regional differences, and therefore may offer more accurate 
evidence for the sensitivity of FDI decisions to location determinants”.  
Central to this is the role of subnational institutional actors. Subnational institutional 
actors demonstrate greater variation due to the localized interpretation and implementation of 
formal regulations and are often associated with informal institutions (Lu et al., 2018; Meyer & 
Nguyen, 2005; Santangelo et al., 2017). Thus, an important role of subnational institutions is 
the governance of the local economy and socio-spatial factors. Indeed, they play a strong role 
in local regulations and service provision, and subnational institutions have been found to 
significantly influence firm performance, entry mode, internationalization and knowledge 
sourcing (Chan, Makino & Isobe, 2010; Meyer & Nguyen, 2005; Shi, Sun & Peng, 2012). 
However, understanding of how subnational institutions engage with firms to provide access to 
socio-spatial resources and attributes of a location.  
The model of social capital, which Nahapiet & Ghoshal (1998: 244) describe as a 
“socio-structural resource … inheres in the relations between persons and among persons”, 
allow a deeper exploration of how firms foster subnational locational capital and the role of 
subnational institutional actors within this. Social capital is composed of three interrelated 
dimensions - structural, relational and cognitive – and this model has been previously used to 
explore intra- and inter-firm activities (Gooderham et al., 2011; Mäkelä et al., 2012). Moreover, 
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extent literature support the alignment of the engagement of firms with a location, and the 
potential role for subnational institutions, with the three dimensions of social capital theory.   
 
Structural dimension  
Structure is the first dimension of social capital and signifies that value is dependent on 
the context and structure of relations and the channels by which it can be accessed (Napahiet & 
Ghoshal, 1998). With regard to subnational location, this often relates to the advantages 
available from the surrounding ecosystem and its composite actors. They may include locational 
and technical capability, access to knowledge, capital flows and investment opportunities 
(Buckley & Munjal, 2017; Hughes et al., 2017; Shirodkar et al., 2017). 
Many theoretical models have advanced this perspective of proximity-induced 
knowledge flow. For example, industrial agglomeration highlights the potential for firm clusters 
to enhance spill over effects and provide economies of scale through positive externalities such 
as resources, technologies and suppliers (Shaver & Flyer, 2000; Singh, 2007). However, there 
are also significant risks, as outlined by the strategic deterrence model, which illustrates that 
firms seek location distance from their competitors to protect knowledge outflows and reduce 
the risk of knowledge exploitation (Alcácer, 2006; Cantwell & Mudambi, 2011).  
Additionally, research on collocation advantages recognises the potential for firms to 
benefit from locating and geographically integrating value chain activities across international 
borders (Narula & Santangelo, 2009). While the advantage of external agglomeration for firms 
vary by value chain activity (Alcácer & Delgado, 2016), collocation advantages emerge from 
greater internal organization or from the co-evolution of firm-specific activities and location-
specific attributes (Cano-Kollmann et al., 2016). While MNCs must consider the role of location 
alongside unaffiliated firms, collocation of activities (e.g. marketing and R&D) or within 
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activities (e.g. HR centres of excellence) can offer productivity gains, improved internal 
communication and technological diversity.  
As such, the location of a firm, particularly from a structural perspective, can allow for 
access to and transformation of resources into firm-based advantages. There is evidence to 
suggest that subnational institutions can significantly mediate the embedding of MNCs to a 
local area (Phelps & Fuller, 2001; Phelps & Wood, 2017), cultivate clusters in non-traditional 
peripheral areas (Mudambi & Santangelo, 2015) and the knowledge capabilities of MNE 
subsidiaries (Allen et al., 2017; Santangelo et al. 2016). Insofar as subnational institutions 
provide a more localized interpretation of national governance structures and formal 
institutional systems, they may be uniquely positioned to identify, translate and communicate 
location-based assets to the firm (Buckley & Munjal, 2017).  
 
Relational dimension  
The second dimension of social capital is relational and focuses on the impact of 
relationships and connections on behaviour over time. Within the subnational location, 
relational social capital reflects sustained engagement within a location, or representatives of a 
location, which may generate unique value for the firm including labour and skills, specialized 
knowledge, or utility of specialized business processes (Andersson, Forsgren & Holm, 2002; 
Allen et al., 2017; Tregaskis & Almond, 2017). 
The role of networks represents a central pillar of management research, primarily as 
they reflect the diffusion of knowledge, resources and information. Business networks can 
greatly facilitate foreign market entry, transfer of tacit knowledge and access to new 
technologies (Johanson & Vahlne, 2009), technical networks offer significant advantages for 
firms to mobilize and internalize location resources (Andersson, Forsgren & Holm, 2002), 
policy networks strongly support labour market skill development and transfer (Tregaskis & 
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Almond, 2018) and global distribution networks allow firms to generate greater efficiencies in 
their international stature (Goerzen, Asmussen & Nielsen, 2013). Despite their different 
composition and purpose, these networks illustrate the important role of localized connections 
to support and advance a firm’s strategy.  
In addition to networks, learning is incredibly important to synthesize and internalize 
resources and location-specific assets. While the learning model will vary according to firm, 
industry and market structure, the importance of how and from whom a firm can learn is central 
to engagement with a location (Alcácer et al., 2015; Piscitello, 2011). For example, Goerzen et 
al. (2013) illustrate that advanced producer services within global cities provide incoming firms 
with localized learning mechanisms to facilitate a more nuanced, ‘insider’ investment, while 
Cuervo-Cazurra et al. (2014) denote the guided interaction of local institutional structures for 
firms.  
Thus, consideration of how subnational institutions intervene in MNC location offers a 
more multi-dimensional view of firm-location engagement (Allen et al., 2018). There is merit 
in considering how subnational institutional actors may facilitate relational capital gains for 
firms, due to their knowledge and heritage within a location, and given their sustained 
engagement amongst one another. These activities may promote an environment of localized 
knowledge on skills, innovation and collaborations for firms (Tregaskis & Almond, 2017).   
 
Cognitive dimension 
Finally, the third dimension of social capital is cognitive, which pertains to the shared 
representations, interpretations and systems of meaning amongst individuals and groups 
(Nahapiet & Ghoshal, 1998). Within the subnational location, this may be available for firms 
in the form of social trust, innovative capacity and knowledge creation which may also allow 
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for knowledge transfer to the MNC as a whole (Mäkelä, Andersson & Seppälä, 2012; Lu et al., 
2018; Song, 2014).  
The benefits of location are sometimes premised on accessibility; access to resources, 
market, knowledge and skills. As such, a firm must invest in developing trust, legitimacy and 
reputation within a location to allow for the exchange, and receipt, of information, resources 
and expertise within a local cluster, network or location—essentially to become a market insider 
(Johanson & Vahlne, 2009). More recently, the physical attraction perspective suggests that 
‘insider’ firms within a geographic concentration demonstrate strong localized connections 
providing increased access to local knowledge and spillovers, while ‘outsider’ firms do not 
benefit from access to such networks (Cantwell & Mudambi, 2011). 
Recent research from the Chinese context also suggests that subnational institutions play 
a fundamental role in generating social trust, where high levels of social trust can reduce entry 
barriers for firms and enhance subsidiary performance (Lu, Song & Shan, 2018). Thus, while 
extant research on dynamic firm engagement has primarily focused on the interplay between 
firms and their competitors (Alcácer et al., 2015), or within the multinational firm itself 
(Andersson, Forsgren & Holm, 2007; Piscitello, 2011), subnational institutions may represent 
a key facilitator of such engagement, particularly as their localized knowledge and positioning 
can strongly influence the interaction of a firm with the socio-spatial features of a location 
(Allen et al., 2017; Buckley & Munjal, 2017; Tregaskis & Almond, 2017).  
 
Subnational Location Capital  
Drawing on social capital theory and its three dimensions, we posit that the socio-spatial 
attributes available to firms can be best understood as subnational location capital, namely the 
economic and social assets accessible through relationships within a location, which allow a 
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firm to derive advantages. However, in order to better understand how firms, avail of this, we 
must explore how subnational institutional actors facilitate location capital.  
 
METHODOLOGY  
Research design 
A multiple case study research design is used to explore how subnational institutions 
facilitate subnational location capital for MNC subsidiaries across two subnational regions 
within one single country context. Adopting a multi-source qualitative research design 
facilitates a more holistic representation of socio-spatial attributes, subnational institutional 
actors and subnational location capital, than a single case study setting (Eisenhardt, 1989; Yin, 
2009).  
Our research setting was two subnational regions within the Republic of Ireland, which 
offers a suitable setting for MNC research. The Organization for Economic Co-operation and 
Development (OECD) note that Ireland, alongside the United States (U.S.) and the United 
Kingdom (U.K.), accounted for 77% of total FDI equity flows in the OECD in 2016 (OECD, 
2017). Since the late 1950s, Irish industrial policy has emphasized an export-led developmental 
strategy where substantial financial incentives, low corporate tax, a low cost base and a specific 
agenda for investment by IDA Ireland, were used to encourage FDI—mainly from U.S. 
MNCs—to locate in Ireland (Bailey and Lenihan, 2015; Barry 2007; Brennan & Verma, 2012). 
Thus, the rationale for selecting Ireland as an investment location has generally been attributed 
to national level economic and financial factors and have not fully considered the subnational 
location. 
Two subnational regions were selected, based on the delineation of regional 
development within Ireland, to investigate subnational location capital. Demographic data, 
industrial concentration, economic activity and socio-economic information were collected and 
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compared across both subnational regions to further understand the parameters and boundary 
conditions of the subnational space. Following theoretical sampling (Strauss & Corbin, 2008; 
Eisenhardt, 1989; Patton, 1990; Yin, 2014), six MNCs were identified who had located to the 
two subnational regions of Ireland in the previous twenty years (see Table 1). This time period 
ensured the establishment and embedding of the subsidiary unit (Andersson et al., 2002; 
Birkinshaw & Hood, 1998). Across the six participant MNCs, elements of entry mode 
(Greenfield vs acquisition), industry (medical devices, pharmaceutical, aviation and security 
solutions) and country of origin varied (United States versus European), introducing 
constructive variation to our sample, thus strengthening the generalizability of our findings.  
<INSERT TABLE 1 HERE> 
An important component of this research was integrating multisource perspectives from 
subnational actors to understand engagement within the location. Following the earlier 
definition, subnational actors were sampled as the formal and informal body of FDI-related 
institutions, agencies and organizations located below the national tier with a functional remit 
to engage in regional, local and municipal economic development. Table 2 provides a list of all 
subnational institutions involved.  
<INSERT TABLE 2 HERE> 
 
Data collection 
Data collection comprised of qualitative interviews with senior MNC subsidiary managers and 
relevant subnational actors. 14 semi-structured interviews, of approximately 90 minutes, were  
organized with key members of each MNC subsidiary unit. Concurrently, over 30 semi-
structured interviews were held with subnational actors within the local context. Data collection 
was retrospective whereby respondents were asked to recall their positioning and engagement 
within the location, its composite institutions, firms and actors, and how information pertaining 
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to the location was received, processed and activated. Substantial measures were taken to reduce 
cognitive bias of the respondents, including a timeline of the company’s investment and a 
network of subnational actors developed from secondary sources (Miller, Cardinal & Glick, 
1997). These interviews facilitated the identification of socio-spatial attributes of the location 
and the ways in which these were accessed. Interviews were recorded and transcribed verbatim 
by the researcher, with the addition of a separate case notes file for further validation of 
responses and insights.  
 
Data analysis 
Following established procedures for multiple case studies, we treated each company as its own 
discrete “experiment”, and detailed within-case analysis preceded cross-case analysis 
(Eisenhardt, 1989; Yin, 2009). Nvivo10© was used to systematically organize, manage and 
reliably represent the data analysis process. The analysis was iterative with repeated comparison 
of our data with the emergent analysis (Miles, Huberman & Saldana, 2014; Strauss & Corbin, 
2008). We followed three stages of analysis, where we coded the MNC and subnational 
institutional data concurrently. 
Stage One: Identifying first order codes. We inductively examined the dataset to extract all 
activities and decisions concerning socio-spatial features of the location. To do so, we identified 
any term or phrase relating to socio-spatial engagement, such as “having to decide between two 
regions”, “the reason they decided to keep the operation [in this region]” and “loved what they 
were doing in this region”. We also focused on anecdotes and examples pertaining to location-
based interaction that was enabled by connections to the location, such as personal ties, 
collaboration and initiatives. Using open-coding logic (Strauss & Corbin, 2008), we aggregated 
the verbatim statements of respondents and clustered them into sixteen first order codes of the 
13 
 
socio-spatial attributes of location engagement (see Table 3). These attributes and activities 
were identified and triangulated across both the institutional respondents and MNCs. 
<INSERT TABLE 3 HERE> 
Stage Two: Building second order themes. As illustrated in table 3, axial coding was used to 
cluster the first order concepts of socio-spatial attributes into six second order themes which 
were more abstract and theoretical (Strauss & Corbin, 2008). When building second order 
themes, we pushed toward generic categories to achieve more generalizable theory (Eisenhardt, 
1989) but also sought categories that were representative of the attributes defined the 
respondents. While we observed some well-established concepts of location—such as resource 
accessibility, financial incentives, knowledge transfer and proximity to competitors—we 
noticed they often manifested differently at a subnational level from how established theory 
would suggest. This drew our attention to the literature on social capital (Adler & Kwon, 2002; 
Nahapiet & Ghoshal, 1998), location dynamics (Alcácer et al., 2015; Piscitello, 2011; Zaheer 
& Nachum, 2011) and social trust (La Porta et al., 1997; Lu et al., 2018). As such, our six second 
order themes were action-based terms that reflected the primary emphasis of the data, including 
managerial experience, quality of life and localized initiatives, but were strongly influenced by 
social capital theory, firm-location dynamics and social trust. Cross-case comparisons were 
implemented to examine similarities and differences across our six MNCs (see Table 4).  
<INSERT TABLE 4 HERE> 
Stage Three: Developing aggregate dimensions. Increasing the level of abstraction, and 
drawing on insights from the model of social capital (Nahapiet & Ghoshal, 1998), the second 
order themes from the MNC cohort were further aggregated to three third order theoretical 
constructs—structural, relational and cognitive dimensions of subnational location capital. 
When explored across the interviews, our six second order themes aligned with the dimensions 
of social capital, and their presence at the subnational level were found to offer additional 
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opportunities for value creation with a more relational-based and knowledge sharing capability. 
Appendix 1 provides additional qualitative data to support all second order themes and third 
order theoretical constructs. 
Within this process of data analysis, multiple measures were included to strengthen the 
trustworthiness of data and analysis (Lincoln & Guba 1985). We developed a case study 
protocol to structure the different stages of research (Yin, 2009), conducted iterative analysis 
between data and existing theory, ensured inter-rater reliability across the three authors, 
triangulated data sources (primary and secondary data, and MNC and subnational actor 
responses), guaranteed confidentiality for participation and undertook follow-up engagement 
with respondents to substantiate the preliminary findings. 
 
FINDINGS 
The overall aim of this research was to explore how subnational institutional actors 
facilitate locational capital. As highlighted earlier, we define subnational location capital as the 
economic and social assets accessible through relationships within a location that allow a firm 
to derive advantages. Rather than negate the importance of economically driven factors and the 
role of nationally driven investment incentives, this construct emphasizes the more nuanced 
dimensions of how firms engage with a location. As noted by the VP of EMEA at PharmCo: 
“One thing I have always been struck by is that a lot of the economic stuff is clear. Basically all 
of the stuff that you can write up and just bang out in presentations. Companies have all of that 
hard data. But it is the soft stuff [firms] try to get a sense of and a feel for.” Our findings 
illustrate three dimensions of social capital within a subnational location; structural, relational 
and cognitive, and describe the important role of subnational institutional actors in facilitating 
and communicating them to investors. 
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Structural Dimension. The structural dimension of subnational location capital is premised on 
a network configuration and relates to its boundary configuration and pattern of interactions—
effectively who you reach and how you reach them. Our findings identified two structural 
attributes pertinent for MNCs—localized initiatives, and psychic distance—and outline the 
integral role of subnational institutions within this. We show how these two structural elements 
allow firms to identify institutional structures, industrial clusters and local infrastructure and 
access markets, resources and knowledge and existing partnerships and collaborations. 
 
Localized initiatives. Existing industrial and institutional ecosystems are central for firms’ 
engagement with a particular subnational location. Localized initiatives, such as collaboration 
with sub-supplier and indigenous firms, in addition to technical ties to universities and training 
bodies, provide a structural framework for foreign firms. “The CEO and [the] guy running the 
site selection search went on a tour of the local university, they went into a research lab, they 
met some students and staff, they had lunch with the president and got a good sense of the 
university.” (VP for EMEA, Stintco). These tours were generally organized by the subnational 
office of the inward investment agency and others to showcase the facilities, skills and research 
of local academic institutes. Moreover, the availability of local politicians was also found to 
contribute to how engaged firms were to the subnational location. SecureCo, for example, noted 
the positive impression of corporate headquarters when a local politician called to their offices 
in Sweden during a commissioned visit to the country. “Corporate were very impressed. They 
thought it was great that they could meet a senior politician, and she would come down and 
have lunch with them” (VP of EMEA, SecureCo). There was also evidence within PharmCo of 
a visit by a senior politician to their manufacturing plant, orchestrated and enabled by local 
government.  
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In many cases, these localized initiatives represented the role of subnational institutional 
actors in providing opportunities for subnational engagement and allowing firms to initiate a 
dialogue relating to resource allocation that could enhance or potentially accelerate their activity 
within the location. As noted by the Regional Director of the Employer Association: 
“Infrastructure is now taken as a given … and so the ‘what else are we doing’ moves you [as a 
subnational region] into the intellectual capital conversation about clustering, about the 
embeddedness of related industries in that particular location, the quality and availability of 
the talent pool, the collaborative nature of the engagement that is going on in a particular 
region amongst companies of a particular type or sector, or with the education sector”. Indeed, 
the availability of localized initiatives, including those of a technical, business, political or 
social orientation, significantly enhanced the accessibility and attractiveness of a subnational 
location. 
    
Psychic distance. While psychic distance has been a substantial factor in location (Johanson & 
Vahlne, 1977), this concept has generally been applied at the national-level of analysis (Berry, 
Guillen & Zhou, 2010; Ghemawat, 2001). Within our research, psychic distance was recognized 
as the importance of cultural empathy and diaspora in contributing to the association and ‘sense 
of place’ amongst firms at a subnational level (Zaheer & Nachum, 2011) and also, increasing 
the efficiency of action within a location (Adler & Kwon, 2002; Nahapiet & Ghoshal, 1998). 
For example, many firms noted the importance of being aware and sensitive to the cultural 
nuances of their parent company. StintCo compared the behaviour and activities of their sister 
subsidiary in mainland Europe as being less amenable to the US headquarters, in terms of 
relationship formation, trust building and knowledge sharing: “We have a plant in Denmark 
because they have a very strong medical technology tradition. Some of the doctors coming out 
of there were the leading entrepreneurs in the world. [Setting up the Irish plant] they were 
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coming with no medical tradition in this space but it is much easier for us to do business with 
the headquarters than it is for the Danish subsidiary. I mean we understand their motives and 
we have a lot in common with the Americans—the Danes operate much more formally whereas 
our culture here is very similar [to the US]” (VP of EMEA, StintCo). While cultural proximity 
alone was not the only incentive, StintCo attribute the role of cultural similarity and empathy 
of local communities with American culture as being important to their subsidiary performance. 
European companies, such as SecureCo, also noted this need to respect and align the 
organizational culture and host country culture.  
An additional element of psychic distance was premised on the role of diaspora and 
genealogy as an intervening factor in location engagement. For example, the performance of 
PharmCo’s subsidiary was motivated and driven by the familial ties of their initial subsidiary 
manager. “He is now technically based over in the States, but actually his family are still here 
… So he is backwards and forwards quite a lot. He sets the culture, he knows the place 
intimately and ultimately is the decision maker” (HR Director, PharmCo). Diaspora links, 
personal heritage or affiliation amongst the top management team fuelled greater connectivity 
between a firm and its subnational location. This was also evident at an industry level, where 
firms responded positively to integrative events with the local economy and a greater level of 
industry agglomeration. There was significant reference to creating connections amongst 
‘flagship companies’ and ‘research centres’ or establishing ‘joint cooperation between 
universities, companies and agencies’. Moreover, when discussing the nature of engagement 
with MNCs, a liaison within a local university noted: “I know, from talking to companies, they 
take comfort in clusters. So if there is someone else from their industry there, it is important to 
them, going back to headquarters, to be able to say that such and such company has set up 
there” (Technology Transfer Office, Educational Institution). 
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Some interesting differences in the nature and activity of the structural dimension of 
subnational location capital networks emerged in both regions, namely variation in terms of 
density and intensity of interaction, and in terms of Greenfield and acquired firms. Personal and 
business ties served to differentiate one subnational region from another while the nature of the 
sub-supply network and multi-level connections (personal and professional) was important to 
embedding a company and its product to the subnational location. “It [the decision to locate] 
was largely shaped by Mr X, who owned a local company here … he had good connections and 
the companies [in the area had] a reputation for technical excellence and capability” (VP of 
Financial Services, PlaneCo). Furthermore, as psychic distance was not necessarily bound 
within a location but rather a unique association with a location, there was no evident distinction 
between the two regions or the engagement of subnational institutional actors. Enacting psychic 
distance appeared to be more feasible for Greenfield investment, given that they were 
establishing a new operation, while an acquisition was often enacted in light of positive cultural 
empathy. 
  
Relational Dimension. The capacity for relationships to generate and foster value for a firm 
represents the relational dimension of location capital. Location engagement is often driven by 
the need to access a particular market or unique resources which, in many cases, may be human 
or relational in nature. Within our study, relational attributes were cultivated from the calibre 
of experienced management and local pools of labour which accelerated local embeddedness, 
learning development, insidership and access to resources for incoming firms through existing 
skills and capabilities.  
  
Managerial experience. Within this research context, the importance and role of a specific cadre 
of competent middle and senior managers, who were particularly well versed in managing 
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multinational firms, was expressed. This managerial cohort embodied a unique skillset, fostered 
from an implicit training and experience with existing MNCs: “Prior to starting here, I had 
trained with a big US financial company, so I had worked with multinationals before. Our 
operations director would have been similar; he came from a US pharmaceuticals firm. Both 
of us had multinational experience in terms of working within the whole corporate side of 
things, knowing when to strike a deal and who to strike it with and managing the relationship 
from a decision-making point of view” (SecureCo, VP of EMEA Operations). In many cases, 
this experience, combined with a localized management team, resulted in a strategic subsidiary 
initiative: “One of the ideas from the initial site selection team from the States was that in getting 
started up, rather than having an expat who is bringing in an American philosophy and culture, 
they wanted to get the management team from this region for stability in the Greenfield site 
from the word go. So the initial subsidiary management team were all from the local area and 
they even took guys from other multinational companies operating in the area too.” (VP of 
Financial Services, PharmCo). More specifically, many of these managers were quite local, 
with less mobility due to family commitments and personal ties, and tended to also have strong 
industry specific experience. For example, within FlyCo, a key source of competitive advantage 
was that many of their middle and senior managers were settled in the local area with a strong 
investment in community, which they attributed to lower turnover at management level. 
  
Local labour pools. While management experience primarily relates to senior executives, local 
labour pools are associated with the knowledge, talent and technical skills accumulated within 
a location over time. In many cases, this amassed knowledge was drawn from previous 
indigenous companies, existing MNCs, industry clusters or divested companies. “The reason 
we stayed here [after the acquisition] was because there was a very large skill-base, a huge 
amount of experience. The original company had put together a fantastic team of people … who 
20 
 
weren’t mobile. [The acquirer] could move the whole thing somewhere else—but people 
wouldn’t have moved. They stayed.” (CEO, PlaneCo). In addition to the body of existing 
knowledge, the reputation of local universities and other higher education institutions were 
often referenced as a key source of recruiting talented young employees. “I look to the local 
university and institute of technology. They are both on our doorstep. [From its reputation] we 
know the quality of people and programs are exceptional” (VP of Financial Services, FlyCo).  
 Across both regions, managerial experience and local labour pools were central to 
location engagement. Differences were noted in terms of the composition of industry, given that 
both regions held different industry-specific skillsets. Access to relevant skills was a strong 
incentive for both acquired and Greenfield firms to engage with a location, and was facilitated 
greatly by subnational institutional actors. Subnational institutions engaged with acquiring 
firms to identify the type of employees and skills within the particular region and facilitate 
access to them immediately. Comparatively, amongst the Greenfield investment, engagement 
with subnational institutions and conversations with existing firms allowed them to assess and 
access skills talent. Moreover, specialization of university programs and existing industrial 
clusters also fostered differences in relational capital between the two regions.   
 
Cognitive Dimension. The cognitive dimension of social capital pertains to the collective 
representations, interpretations and meaning-based systems attributed to resources by different 
groups of associated actors (Nahapiet & Ghoshal, 1998). Within a location context, cognitive 
capital reflects a localized attitude towards labour and quality of life as key mechanisms for 
firms to develop social trust, innovation and a sense of market insidership. 
 
Localized attitude. Somewhat related to managerial experience and talent, respondents were 
keen to acknowledge the importance of a flexible, ‘can-do’ attitude available through relational 
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capital. This is best explained as a localized mindset, adaptability and engagement of the 
subsidiary unit of a global company. For example, there was significant reference to the ‘sole-
trader’ attitude, where “our employees look at problems in ordinary day solutions as opposed 
to how we can transfer this to the R&D department” (HR Director, SecureCo). In fact, 
SecureCo noted how the operational capacity and committed attitudes of local employees was 
instrumental in receiving a corporate mandate for R&D, where the Swedish headquarters 
recognized the positive work ethic of local staff. Utilizing their personal and business 
relationships, the employees sourced an innovative solution that minimized cost: “Corporate 
management said this is great … [At this site] they don’t even have an R&D team. It is that type 
of sole trader attitude, I suppose, that you would have yourself if you were looking at this saying 
this is my money, this is my project, this is my goal” (General Manager, SecureCo). There was 
also evidence of a localized mindset towards tasks, operationalized in terms of their 
commitment to the company, enthusiasm for problem-solving and engagement with 
management: “We have always worked very hard on being easy to do business with. We [aim 
to] be the people with, a can-do ‘we’ll solve it, we’ll get there’ attitude” (VP of Financial 
Services, PharmCo).  
 
Quality of life. The firms emphasised the capacity for a location to offer positive cultural 
and lifestyle additionalities to the MNC and employees. Elements such as local attractions and 
a welcoming, tolerant environment were all noted as key quality of life attributes of firm 
location. Amongst others, FlyCo noted that the local attractions of the region, in terms a 
proximate urban and rural landscape, social activities and sense of community provided a strong 
differentiator relative to other locations. Nonetheless, it often served as an initial obstacle for 
recruitment: “It is difficult to attract people who are used to the convenience of a big city to 
come here. But, we have found, once they come here they want to stay” (Former CEO, PlaneCo).  
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While SecureCo also noted the issues caused by a remote location, they were also able to align 
this with the firm’s strategic agenda: “In terms of our location, their [customers] first comment 
is that it is remote. But we are a manufacturing site, we are not a sales site. We don’t have all 
the bells and whistles in terms of fancy board rooms ... We don’t give the impression that it is a 
sales office, with a big foyer and a huge reception area. It is a production site ... Our argument 
all of the time is you don’t need to get here. We just need to get the product out of here and we 
don’t have any problem doing that” (VP of EMEA Operations, SecureCo). Subnational 
institutional actors were central in highlighting the positive attributes of the location, or indeed 
in abating potential issues or concerns. For example, central to this framing was delineating the 
geographic position of the subnational region and enhancing connectivity for investment with 
global markets or other affiliates of the MNC network: “We would bring corporate 
representatives out [into the region] as they come over. It is important because to say they liked 
coming to this region … [this] is a major plus for investments that they already have got that 
positive vibe … when it is a marginal call [for a mandate], that definitely comes into play” 
(Regional Director, Local Authority) 
Differences were noted across the two subnational regions in terms of cognitive capital. 
For example, one region was more industrial, due in part to its traditional manufacturing base, 
institutional legacy and institutional density, while the second region showcased a greater 
cultural atmosphere in light of its strong tourism efforts and investment in quasi-urban business 
parks. While these institutional differences did influence the means by which firms engaged 
with the cognitive dimension of subnational location capital, it also represented different 
approaches to market access, the development of innovative capabilities and identification of 
specialized skills. 
 
DISCUSSION 
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Firms do not simply locate. They seek to accrue value from their location, build 
knowledge relevant for the MNC network as a whole, utilize resources for innovative advantage 
and develop location symbiosis with current organizational capabilities. In most instances, these 
capabilities cannot be easily claimed from a location, but rather are accessed through ongoing 
locational engagement. As such, we suggest that particular socio-spatial attributes of 
subnational location capital are facilitated by subnational institutional actors, which enable 
firms to identify, access and foster greater opportunities within a location.  
First, this paper offers greater insights on the socio-spatial dimensions of subnational 
location capital. We find that within a small, highly globalized economy, where financial and 
economic factors are largely centralized at national level, firms identify differences in terms of 
subnational structural, relational and cognitive location capital for a more tailored and 
customized engagement. Our cross-case analysis illustrates that firm’s benefit from localized 
initiatives and psychic distance (structural location capital), managerial experience and local 
labour pools (relational location capital) and localized attitude and quality of life (cognitive 
location capital) to further develop and deepen their locational capabilities. As these socio-
spatial attributes are innately fostered within a subnational space, they offer firms the capacity 
to derive firm-specific advantages from a location such as market access, knowledge and 
innovative opportunities, social trust and labour market skills. In turn, firms can incorporate 
subnational location capital to substantially improve subsidiary performance, productivity, 
knowledge transfer and market insidership (Mäkelä et al., 2012; Lu et al., 2018; Song, 2014; 
Zaheer & Nachum, 2011). We add to the insights of Allen et al. (2018), Beugelsdijk et al. 
(2010), Tregaskis, and Almond (2018) who highlight the influence of varying socio-spatial 
attributes on MNC engagement within its location. Thus, location capital within a subnational 
space can prove advantageous for a firm in creating localized value creation opportunities while 
also promoting firm-level economic returns. 
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Second, we provide greater evidence for the role of subnational institutional actors in 
facilitating subnational location capital. With varying functional remits for local economic 
development and investment, we illustrate that subnational institutional actors can enrich a 
firm’s engagement by nurturing the dimensions of subnational location capital, synthesizing the 
most pertinent aspects for firms. Given that access to socio-spatial factors are premised on 
engagement with a location, subnational actors play a substantial role in facilitating subnational 
location capital (Allen et al., 2018). Through their nuanced positioning, more localized 
interpretation of governance and familiarity with the local economy, subnational institutional 
actors translate the structural, relational and cognitive dimensions of a subnational location to 
more effectively translate and communicate them for firms. As firms may ultimately internalize 
this capital to generate advantages such as knowledge, innovation and market insidership, 
subnational institutional actors can enable firms to access to resources, accelerate market 
insidership and facilitate a more localized knowledge acquisition and learning development 
process (Lu et al., 2018; Tregaskis & Almond, 2017). 
These two contributions—the socio-spatial dimensions of subnational location capital 
and the facilitating role of subnational institutional actors—enhance our understanding of firm 
location dynamics and international strategy. Our analysis of subnational location capital 
provides greater understanding of how socio-spatial attributes influence MNC location, by 
illustrating the value available beyond the financial and economic elements of a location and 
also in demonstrating how firms can enhance their locational capabilities through engagement 
with subnational institutional actors. Given that subnational location capital is premised on 
different dimensions and ongoing engagement, there is the capacity for MNCs to benefit from 
greater localized activities by integrating location attributes into their global strategy, 
organizational performance and corporate agenda. In shifting the analysis from the national- to 
local-level (Beugelsdijk et al., 2010; Santangelo et al., 2016), we advance the body of literature 
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on subnational institutional actors in ameliorating the risk of internationalization (Goerzen et 
al., 2013), fostering labour market skills (Tregaskis & Almond, 2018) and cultivating 
knowledge and technical capabilities within subsidiaries (Allen et al., 2018). 
 
Managerial Relevance 
Subnational location capital can allow management to identify potential capabilities 
from integrating immobile location assets with the mobility of the firm’s global network (Cano-
Kollmann et al., 2016; Cuervo-Cazurra et al., 2014). While firm-location dynamics offers real 
possibilities for firms to access location-based advantages, particular mechanisms and avenues 
are required to do so. This research highlights the importance of structural, relational and 
cognitive dimensions inherent to subnational location capital and also illustrates how they are 
available to firms. 
Additionally, subnational location capital provides important insights for the 
headquarter-subsidiary relationship (Dellstrand & Kappan, 2012; Schotter & Beamish, 2013). 
As the subnational location of a subsidiary unit may allow access to new resources and 
relationships, a subsidiary’s mandate can change, grow or possibly, be revoked in response to 
engagement with the location and resource accessibility (Birkinshaw & Hood, 1998). We 
demonstrate the potential available to firms within the subnational space, whereby socio-spatial 
attributes, identified and adopted alongside the facilitating subnational institutions, can negate 
the costs of doing business abroad, ameliorate the liability of foreignness and enhance location-
based opportunities for subsidiaries within the MNC network. Thus, given the more proximate 
positioning of subnational location capital, there may be more opportunity for a subsidiary to 
respond to headquarter needs or requests with more nuanced resources, knowledge or networks. 
A subnational lens of analysis identifies the influential role and positioning of host 
institutional actors in shaping the localized socio-spatial components for FDI (Allen et al., 2017; 
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Buckley & Munjal, 2017). For countries seeking to attract and retain investment, we illustrate 
the increased importance of spatial heterogeneity to firm location choice within a national 
country context. Moreover, our focus on the role of subnational institutional actors highlight 
the importance of different governance structures and their mutual contribution to location 
capital. 
 
Limitations and Future Research 
We join others in advancing our understanding of the role and activity of subnational 
institutions in firm strategy (Allen et al., 2018; Tregaskis and Almond, 2018) and advocate for 
greater research within this stream of literature. For example, do national governance systems 
take priority over any subnational institutional initiatives? How do changes in one subnational 
region affect the subnational institutional system in other regions? What are the implications on 
subnational institutional actors when multinational firms divest?  
The boundary conditions of this paper were established as two regions within one highly 
globalized national economy yet there is merit in exploring different subnational locations, 
potentially within and across different country units. For example, the activity of subnational 
actors within the U.S. may vary substantially given their greater level of financial and 
administrative autonomy from federal government (Head, Ries & Swenson, 199). Equally, 
some European Union states may have greater degrees of subnational variation which may 
impact and influence location choice (Head & Mayer, 2004). While the role of subnational 
institutions is highly validated within large emerging market contexts (Meyer & Nguyen, 2005; 
Nguyen, Le & Bryant, 2013; Shi et al., 2012), differences in subnational location capital and 
the intervention of subnational institutions requires greater exploration.  
Moreover, as Ireland hosts a disproportionate number of MNCs, particularly U.S. 
MNCs, some attributes of subnational location capital, such as the cognitive dimension, may 
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be less generalizable to other locations. As topics related to social norms and behaviours within 
the subnational context become increasingly prominent (Lu et al., 2018; Zaheer & Nachum, 
2011), there is scope to explore and test the cognitive dimensions of subnational location capital 
in more detail or consider them within different streams of research such as international 
knowledge connectivity and internationalization (Ellis, 2000). Also, as our findings may be 
more closely related to the cohort of firms within this study, there is merit in exploring these 
results against MNCs from other countries.  
Greater understanding is required of how variation in firm-location dynamics affects 
internal firm organization and structure. To what extent are dimensions of subnational location 
capital internalized within a firm? Future research might explore the capacity of the firm to 
internalize socio-spatial attributes and share them across the MNC network, and may seek to 
contribute to the role of absorptive capacity and learning of firms (Cohen & Levinthal, 1990). 
This is particularly relevant in light of the changing nature of investment. As industry and 
investment trends are increasingly driven by platform business models and technological 
markets, the capacity for socio-spatial attributes to influence and intervene in a firm’s location 
may become more important.  
 
CONCLUSIONS 
Utilizing a multiple case study analysis, we find subnational location capital distinguishes three 
dimensions of a location’s socio-spatial attributes, structural, relational and cognitive, which 
are fostered and facilitated by subnational institutional actors for firms. This subnational 
location capital enables firms to engage locally to utilize resources, access new markets and 
benefit from external knowledge-based capabilities. The importance of subnational location 
capital illustrates the fundamental source of spatial heterogeneity and firm-location dynamics 
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for firms engaging with a particular location. As such, we enrich the understanding of how 
subnational institutional actors facilitate subnational location capital for MNC location.  
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Table 1: Characteristics of MNC participants 
 
Title Industry 
Entry 
mode 
Year 
of 
entry 
Country 
of 
Origin 
Company size 
(approx. 
employment) 
Subsidiary 
size (approx. 
employment) 
Interview 
Subnational Location 
Decision 
MEDCo Medical Devices Greenfield 1999 Ireland 2,000 800 Founder/CEO 
Localized business 
relationships 
STINTCo Medical Devices Greenfield 1996 USA 2,500 800 
VP for EMEA/ 
GM for Ireland 
Connectivity to USA;  
labor supply; 
cultural similarity with HQ 
PHARMCo Pharmaceuticals Greenfield 1996 USA 3,000 700 
VP of 
Research; HR 
Director; 
VP of Financial 
Services 
Cultural similarity with HQ 
FLYCo Aviation Acquisition 1993 USA 500 250 
VP of EMEA; 
HR Director; 
VP of Financial 
Services; 
VP of EMEA 
Sales; 
Former CEO 
Talent; 
experienced management 
and organizational systems; 
localized business 
relationships 
PLANECo Aviation Acquisition 2002 German 2,500 1100 
HR Director; 
VP of 
Operations 
Localized business 
relationships; 
labor supply 
SECURECo 
Security 
technology 
Acquisition 2007 Sweden 2,200 250 
VP of EMEA 
Operations; 
HR Director 
Talent; 
experienced management 
and organizational systems 
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Table 2: Information on Subnational Institutional Actors 
 
Title Affiliation # of interviews FDI-remit Role 
Regional Development Agency Subnational 9 Direct Regional development focused towards social 
and economic growth within local jurisdiction 
Educational Institution Subnational 4 Indirect Promote human capital through education, 
research and community engagement 
Local Authority Subnational 2 Indirect Deliver and maintain physical infrastructure e.g. 
road network, planning, water supply, sewage 
system 
Regional Authority Supranational 2 Indirect Promote the co-ordination of public services and 
funding dissemination from national and 
European agencies 
Inward Investment Agency Subnational 
  
National 
4 
 
1 
Direct Attract and develop inward foreign direct 
investment to Ireland and support the growth of 
Irish indigenous companies abroad 
Training Agency Subnational 2 Indirect Coordinate training and employment programs, 
skills development and training and promote 
local job opportunities 
Employer Association Subnational 3 Direct Support incoming and existing companies on 
employment regulation, labor related issues and 
offer lobbying services at local and national level 
Trade Union Subnational 2 Indirect Represent labor interests for employees at 
company, local and national levels 
Recruitment Agency Subnational 2 Indirect Localized service provider of attracting and 
retaining talent for firms 
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Table 3: Progression of Analysis for Socio-Spatial Attributes 
First Order (Informant) Constructs Second Order Themes 
Third Order (Theoretical) 
Dimensions 
Business networks e.g. local sub suppliers, special interest 
groups, localized networking opportunities, mentorship 
 
 
 
 
Local Initiatives 
 
 
 
 
 
 
 
 
 
Structural  
University proximity and affiliation e.g. facilities, student 
placement programs, alumni events, outreach programs, advisory 
board membership  
Political visibility e.g. engagement of local political figures, 
access to senior politicians, local governance and subnational 
agencies    
Cultural empathy e.g. strong personal connections to a location, 
relevant cultural awareness, tolerance of diversity, diaspora ties  
Psychic Distance 
Activities and events to support interaction between industry and 
local economy e.g. community events with support from firms, 
regional sport activities for firms 
Industrial agglomeration e.g. proximity to similar firms, 
agglomeration of industry, presence of other international firms 
   
Previous managerial experience e.g. MNC skillset, knowledge of 
working within a MNC 
 
 
 
Managerial Experience 
 
 
 
 
 
Track record for performance e.g. building respect and 
relationship with senior headquarters, links with other firms, 
cultivate best practices in local subsidiary 
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Leverage from the region e.g. role of firm founder or headquarter 
leader, senior subsidiary management as a localized ambassador 
for the MNC, connections within the region 
 
 
 
 
 
 
Relational 
Experienced labor pool e.g. well educated and talented staff, 
strong talent in specific industries, confidence in the capabilities 
of the local labor pool 
 
 
 
 
Talent Personality and fit with organizational culture e.g. staff with 
discipline, self-confidence and initiative, commitment to their role  
Tacit knowledge within the region e.g. knowledge is inherited 
from previous role or company, inherent intellectual property 
amongst local labor pool 
   
Sole trader mindset e.g. employees operate as if they are 
personally invested, close engagement with local customers to 
maintain open line of feedback, ongoing relationship with 
suppliers 
 
 
 
Localized Attitude 
 
 
 
 
 
Cognitive 
Adaptability of local labor e.g. willingness to engage in new tasks, 
ease of doing business, open to new procedures and requests from 
senior management 
Benefits of rural location e.g. strong engagement with the local 
community to solve issue of peripherality, resources to reduce 
transit time, timezone benefits, low employee turnover  
 
 
 
Quality of Life Positive spatial features e.g. good environment to live, cultural 
attractions, alternative lifestyle options, relatively higher base 
pay than larger cities, less commuting distance  
   
40 
 
Table 4: Cross Case Comparison of Socio-Spatial Attributes 
 
 MedCo StintCo PharmCo FlyCo PlaneCo SecureCo 
Structural        
Local Initiatives  Yes Yes Yes Yes Yes Yes 
Psychic Distance Yes Yes Yes Yes Yes Yes 
Relational       
Managerial Experience Yes Yes Yes Yes Yes Yes 
Local labour pools No Yes Yes Yes Yes Yes 
Cognitive       
Localized Attitude No Yes Yes No Yes Yes 
Quality of Life Yes Yes Yes Yes Yes Yes 
  
 
 
